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The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

Herein  transmitted  is  our  performance  audit  of  the  Environ- 
mental Quality  Council  (EQC) . 

As  a  result  of  testimony  and  allegations  presented  during 
hearings  of  the  1981  House  State  Administration  Committee  the 
Chairman  of  the  Committee  and  the  Chairman  of  the  Environmental 
Quality  Council  requested  an  audit  of  the  EQC.   The  Legislative 
Audit  Committee  subsequently  directed  the  Office  of  the  Legislative 
Auditor  to  conduct  a  performance  audit  of  the  EQC. 

Our  review  did  not  disclose  evidence  confirming  allegations  of 
collusion  or  manipulation;  however,  it  did  disclose  staff  use  of 
the  state  telephone  system  for  personal  business.   We  also  noted 
several  areas  in  which  the  management  and  administration  of  the  EQC 
should  be  improved.   These  areas  are  discussed  in  the  report. 

The  current  members  of  the  EQC,  as  well  as  the  acting  executive 
director,  have  generally  concurred  with  the  recommendations  made  in 
this  report. 


We  wish  to  express  our  appreciation  to  the  members  of  the 
Environmental  Quality  Council  and  the  EQC  staff  for  their  coopera- 
tion and  assistance. 

Respectfully  submitted, 

James  11.  Gillett,  CPA 
Acting  Legislative  Auditor 
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CHAPTER    I 
INTRODUCTION 

At  the  request  of  the  1981  House  State  Administration  Com- 
ittee  and  the  Environmental  Quality  Council,  the  Legislative  Audit 
Committee  directed  the  Office  of  the  Legislative  Auditor  to  conduct 
a  performance  audit  of  the  Environmental  Quality  Council  (EQC). 
This  report  is  the  result  of  that  audit. 
ORGANIZATION   OF    REPORT 

The  report  is  presented  in  four  chapters.  Chapter  I  presents 
the  scope  of  the   review. 

Chapter  II  includes  background  information  and  the  overall 
management  function  of  EQC  as  it  relates  to  the  Montana  Environ- 
mental   Policy   Act. 

Chapter  III  describes  staff  administration  in  relation  to  statu- 
tory duties  and  principles  of  proper  management.  It  identifies 
specific  areas   in   which    improvements   in   operations   are   recommended. 

Chapter    IV    involves    the    administrative    responsibilities   of   the 
council     itself.        It     includes     discussion    of    areas     in     which     action 
could    be    taken    to    improve    the    efficiency  of   long-term    EQC    perfor- 
mance. 
SCOPE   OF   THE   AUDIT 

The  audit  focused  on  the  effectiveness  and  efficiency  of  EQC 
management,  at  both  the  staff  and  council  levels,  as  they  relate  to 
the  Montana  Environmental  Policy  Act.  Although  the  primary 
purpose  of  the  audit  was  to  evaluate  current  operations,  in  order 
to  better  understand  them,  we  examined  various  aspects  of  opera- 
tion  from   the   inception  of   the  council    to   the  present. 


We  conducted  interviews  of  current  and  past  EQC  members,  as  well 
as  current  and  past  members  of  the  staff.  We  reviewed  EQC 
meeting  minutes  from  1971  to  the  present.  We  also  reviewed  and 
analyzed  various  EQC  publications  and  reports  in  order  to  evaluate 
compliance  with   statutory   criteria. 

This   audit   was   performed    in   accordance  with   generally   accepted 
government     auditing     standards.        The     audit     did     not     include     a 
review  of  the   financial    status  of   EQC. 
PREVIOUS   AUDITS 

In  1978,  an  accounting  firm  under  contract  to  the  Office  of 
the  Legislative  Auditor  conducted  a  financial/compliance  audit  of 
EQC.  We  reviewed  the  recommendations  and  agency  responses 
from  that  audit  and  have  referred  to  them  in  the  appropriate 
section   of  this    report. 


CHAPTER    II 
BACKGROUND 

In  1971,  the  legislature  passed  the  Montana  Environmental 
Policy  Act  (MEPA).  The  statutory  purpose  of  MEPA  is  "...  to 
declare  a  state  policy  which  will  encourage  productive  and  enjoyable 
harmony  between  man  and  his  environment,  to  promote  efforts 
which  will  prevent  or  eliminate  damage  to  the  environment  and 
biosphere  and  stimulate  the  health  and  welfare  of  man,  to  enrich 
the  understanding  of  the  ecological  systems  and  natural  resources 
important  to  the  state,  and  to  establish  an  environmental  quality 
council."      (Section   75-1-102,    MCA.) 

The  Environmental  Quality  Council  (EQC)  is  composed  of  four 
state  senators,  four  state  representatives,  and  four  members  of 
the  general  public.  In  addition,  the  Governor  or  his  representa- 
tive is  a  non-voting  member  of  the  council.  The  legislative  members 
are  appointed  in  the  same  manner  as  standing  committees  of  their 
respective  houses.  Two  of  the  public  members  are  appointed  by 
the  Speaker  of  the  House,  with  the  consent  of  the  House  Minority 
Leader,  and  two  are  appointed  by  the  President  of  the  Senate, 
with  the  consent  of  the  Senate  Minority  Leader.  Each  council 
member  is  appointed  to  a  two-year  term,  and  no  one  may  serve 
more  than   six   years. 

The  current  staff  of  the  EQC  consists  of  four  full-time  equiva- 
lent positions,  including  an  executive  director,  two  ecology  re- 
searchers, and  an  administrative  assistant.  The  EQC  appoints  the 
executive  director  to  a  term  of  two  years  and  sets  the  salary  for 
that  position.  The  executive  director  may  hire  employees,  subject 
to  council   approval   and   legislative  appropriation. 
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Illustration    I     describes     the    operating     costs    of    EQC    for    the 
past  five  fiscal    years. 


ENVIRONMENTAL  QUALITY   COUNCIL 
UNAUDITED  OPERATING   COSTS 

Fiscal   Year 

1976-77          1977-78          1978-79  1979-80  1980-81 

Personal    Services        $    98,978        $    86,994        $106,351  $    89,576  $113,627- 

Operating  Expenses          57,757            28,441            30,175  44,724  32,081- 

Equipment                                      910                    385               1,077  -0-             40 

Total                            $157,645        $115,820        $137,603  $134,300  $145,748 


"Includes    termination   pay   of    former   Executive   Director   and   accrued 
payroll. 

"""Includes   expenses   accrued   for   report   publishing. 

Source:      FY   1976-77   through  FY    1979-80   —   Montana's   Financial  Reports 
FY    1980-81    --   Administrative   Assistant,    EQC 

Illustration    1 


THE    EQC    MANAGEMENT    FUNCTION 

Section  75-1-103,  MCA,  (MEPA)  states  ".  .  .  that  it  is  the 
continuing  policy  of  the  state  of  Montana  ...  to  create  and 
maintain  conditions  under  which  man  and  nature  can  coexist  in 
productive  harmony,  and  fulfill  the  social,  economic,  and  other 
requirements  of  present  and  future  generations  of  Montanans."  It 
further  states  ".  .  .  it  is  the  continuing  responsibility  of  the  state 
of  Montana  ...  to  improve  and  coordinate  state  plans,  functions, 
programs,    and    resources    .    .    ."    in    order    to    carry  out   this   policy. 

According  to  generally  accepted  management  principles,  the 
purpose  of  management  is  the  coordinating  of  efforts  and  the 
allocating  of  resources  in  the  accomplishment  of  pre-determined 
goals.       In    addition    to    the    broad    goals    of    MEPA    stated    above,    the 


council  and  its  staff  have  an  explicit  mission  provided  in  a  list  of 
ten  statutorily  assigned  duties  of  the  executive  director  and  staff 
(section  75-1-324,  MCA.  See  page  6).  Given  the  assignment  of 
these  missions,  both  EQC  and  the  executive  director  have  manage- 
ment  responsibilities   which   must  be  carried  out. 

As  with  any  organization,  the  proper  management  of  the  EQC 
should  involve  the  five  generally  accepted  management  functions  of 
planning,  organizing,  staffing,  directing,  and  controlling.  Ade- 
quate performance  of  specific  activities  within  each  of  these  areas 
is  required  in  order  to  achieve  efficiency  of  agency  operations; 
however,  our  review  of  the  EQC  revealed  various  aspects  of  the 
management  process  which  could  be  improved  in  the  interests  of 
maximizing     the    efficiency    and    effectiveness    of    the    organization. 

This  report  addresses  these  specific  aspects  of  EQC  manage- 
ment at  the  staff  level   and   the   level  of  the  council   itself. 


CHAPTER    III 
STAFF   ADMINISTRATION 
The    law    specifies    (section    75-1-324,     MCA)    ten    duties    which 
must    be    carried    out    by    the    executive    director    and    staff   of    EQC. 
They   include: 


1.  Gather,     analyze,     and     interpret     information     concerning 
conditions   in   the  quality  of  the  environment. 

2.  Review    the    activities    of    state    agencies    in    relation    to  the 
intent  of  MEPA. 

3.  Develop    and    recommend    policies    to    promote    the    improve- 
ment of  environmental   quality. 

4.  Conduct    investigations    and    analysis    relating    to    environ- 
mental  quality. 

5.  Document    changes    in   the  environment  and    interpret  their 
causes. 

6.  Make    and    furnish    studies,    reports,    and    recommendations 
in   matters  of  policy   as   the   legislature   requires. 

7.  Analyze      legislative     proposals      in      environmental      areas. 

8.  Consult    with     and     assist     legislators    who    are    preparing 
environmental    legislation. 

9.  Review    the   operating   programs   in   the  environmental   field 
in   the   several   agencies   to   identify  any  conflicts. 

10.        Prepare    and    transmit    to    the    Governor,    legislature,    and 
general    public,     an    annual    environmental    quality    report. 


With  this  many  functions  specifically  outlined,  there  should  be 
a  premium  placed  on  proper  management  technique  if  all  duties  are 
to  be  accomplished.  Our  review  of  staff  operations  indicated 
several  areas  in  which  administration  could  be  improved  in  order  to 
maximize  the  efficiency  with   which   duties  are  completed. 


GOALS   AND   OBJECTIVES 

During  our  review  we  found  that  the  staff  has  little  formal 
means  of  evaluating  its  performance  because  no  formal  goals  or 
objectives   have   been   established. 

The  primary  functions  of  management  planning  include  estab- 
lishing where  the  organization's  present  course  will  lead,  determin- 
ing what  end  results  are  desired,  and  then  deciding  how  and  when 
these  results  are  to  be  achieved.  Essentially,  this  is  the  process 
of  setting  goals  and  objectives  for  the  organization.  Overall 
performance  is  then  appraised  primarily  by  observing  the  attain- 
ment or  non-attainment  of  these  goals  and  objectives. 

Interviews  with  present  and  past  staff  and  council  members, 
as  well  as  testimony  during  legislative  hearings,  have  indicated 
differing  opinions  of  EQC's  performance  and  value  in  recent  years. 
In  part,  this  is  due  to  the  lack  of  a  common  basis  for  appraisal  by 
the   legislature,    the  public,    and  the  council   membership. 

In  order  to  allow  adequate  evaluation  of  staff  performance, 
short  and  long-term  goals  and  objectives  should  be  formally  delin- 
eated by  the  executive  director.  In  pursuing  the  staff's  extensive 
statutory  assignments,  goal-setting  would  provide  a  clear,  consis- 
tent framework  for  continuing  operations.  Goal-setting,  combined 
with  periodic  review  of  goal  attainment,  establishes  the  means  for 
gauging   progress   and    performance. 

RECOMMENDATION    #1 

WE  RECOMMEND  THE  EXECUTIVE  DIRECTOR  ESTABLISH, 
AND  PERIODICALLY  REVIEW  FORMAL  SHORT  AND  LONG- 
RANGE   GOALS   AND   OBJECTIVES    FOR    THE   STAFF. 


JOB/TIME   ACCOUNTING 

We  noted  there  is  no  formal  system  for  daily  time  accounting 
by   EQC   staff  members  on  a  job-by-job   basis. 

In  a  1978  audit  of  EQC  contracted  by  the  Office  of  the  Legis- 
lative Auditor,  the  auditor  recommended  documentation  of  daily 
work  attendance  of  each  staff  member  because  it  would  provide 
".  .  .  positive  support  for  the  time  factor  involved  with  personal 
services  expenditures."  (Personal  services  amounted  to  73  percent 
of  total  costs  during  fiscal  year  1977-78  and  were  67  percent  in 
fiscal  year  1979-80.)  It  was  the  opinion  of  the  EQC  executive 
director,  in  response  to  the  audit,  that  with  the  small  staff  such 
documentation  may  not  be  as  necessary  as  with  a  larger  staff,  and 
that  it  does  not  justify  the  time  required  to  complete  the  documen- 
tation . 

Daily  job/time  accounting  requires  a  minimal  amount  of  staff 
time  and  provides  valuable  information  to  agency  management.  For 
example,  the  amount  of  staff  time  actually  spent  on  each  job  could 
be  compared  to  the  amount  of  time  which  was  budgeted.  Thus,  in 
addition  to  documentation  of  personal  service  expenditures,  job/time 
accounting  would  promote  accurate  analysis  of  staffing  needs, 
development  of  appropriate  work  schedules  and  priorities,  and 
other  staffing  considerations.  Without  such  a  system,  the  ability 
of  the  executive  director  to  anticipate  project  completion  dates  and 
determine  staffing  needs  and  capabilities  is  severely  impaired.  As 
a   result,    staff  efficiency  will    be  adversely  affected. 


RECOMMENDATION   #2 

WE  RECOMMEND  THE  EXECUTIVE  DIRECTOR  IMPLEMENT 
PROCEDURES  FOR  DOCUMENTING  STAFF  TIME  SPENT  DAILY 
ON    A    JOB-BY-JOB    BASIS. 

CONTRACTS    FOR    SERVICES 

Our  review  of  EQC  contracts  disclosed  a  significant  area  of 
concern  regarding  the  manner  in  which  some  recent  contracts  were 
written  and  carried  out.  Specifically,  we  noted  that  two  recent 
contracts  for  consulting  services  were  unclear  and  non-specific  in 
their  terms  and  conditions.  Although  they  were  legally  binding, 
the  actual  duties  to  be  performed,  information  to  be  provided,  and 
the  amount  of  time  involved  was  not  specified.  Under  these  circum- 
stances, there  is  no  practical  way  to  determine  compliance  with 
contracts. 

Contract  Consistency 

Our  review  of  all  personal  service  contracts  in  the  EQC  files 
revealed  that  several  different  contract  forms  have  been  used  by 
the  staff  since  1973.  A  consistent  approach  in  the  preparation  of 
such  documents  would  provide  increased  administrative  control  in 
ensuring    compliance    and    serving    the    best    interests  of  the  council. 

According  to  a  management  memorandum  included  in  the 
Montana  Operations  Manual,  among  the  minimum  requirements  of 
personal    services  contracts   are: 

--a    clear   explanation    of  what  the  contract  is   intended   to  accom- 
plish; 

--a   clear  description  of  the  work   to   be   performed,    including   the 
finished   product; 


-the  maximum  amount  to  be  paid,  and  the  means  by  which 
payment  will  be  determined  (including  milestones  of  contract 
completion,    where  possible);    and 

■a  statement  of  when  contract  performance  will  begin  and  when 
it  must   be  completed. 


Although    these    requirements    have    been    established    for    executive 
branch   agencies,    they   are   nonetheless   applicable  criteria   for  proper 
contract  management  by   EQC.      As   such,    they   should   be  consistently 
applied   in   all    personal    service  contracts   used   by    EQC. 
Council    Knowledge  of  Contract  Work 

In    interviews    with    individuals    who    had    served    on    EQC   at  the 
time    the    two   contracts    for   consulting    services    were   negotiated,    it 
became     apparent     that     the     council     members     had     been     confused 
concerning   the   purpose  of  the  contracts.      In   addition,    the  members 
were    uninformed    about    some    of    the    work    being    done    which    could 
have    directly    affected    the  future  functions  of  the  council.      Specif- 
ically,   we    noted  that,    without   knowledge  of  the  council   members,    a 
contracted    consultant    began    work    on    a    "blueprint"    for    legislation 
proposing   the  creation   of  an    "Energy  and    Natural    Resource  Commit- 
tee."     This    committee    was    to    be    composed    of    the    eight    legislative 
members  of   EQC   and   an   ex-officio  member   representing   the  Governor; 
however,     it    was    to    exclude     the    public    members    of    the    council. 
Some    of    the    members    we    interviewed    believed    this    situation 
arose    because    when    funding    for    the    contracts    was  authorized,    the 
specific  services  which   were  to   be  provided   were   left  to  the  discre- 
tion   of    the    executive    director.       The     language    of    the    contract, 
which    called    for    "...    technical   writing   and   assistance  with    legis- 
lative  items   as  assigned    ...    by   the  director,"   confirms  the 
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exercise  of  some  discretionary  authority;  however,  in  an  instance 
such  as  the  one  described  above,  the  best  interests  of  the  council 
were  not  served  by  allowing  those  who  may  have  been  directly 
affected   to   remain   uninformed. 

While  the  detailed  content  and  form  of  such  contracts  was  left 
to  the  executive  director  as  an  administrative  responsibility,  part 
of  that  responsibility  included  keeping  the  membership  sufficiently 
informed  about  the  purposes  of  the  contract.  Although  council 
involvement  in  the  detailed  aspects  of  all  contracts  would  not 
promote  efficient  administration,  the  members  should  always  be 
provided  "a  clear  explanation  of  what  the  contract  is  intended  to 
accomplish."  Only  in  this  way  can  the  executive  director  ensure 
accountability      for     the     overall     results     of     contract     performance. 

RECOMMENDATION    #3 

WE    RECOMMEND   THE    EXECUTIVE    DIRECTOR: 

A.  ADOPT  A  FORMAL  POLICY  FOR  THE  CONSISTENT 
APPLICATION  OF  MINIMUM  CONTRACT  REQUIREMENTS 
AS    OUTLINED    IN    THE   MONTANA   OPERATIONS   MANUAL. 

B.  INFORM  THE  COUNCIL  OF  THE  SPECIFIC  PURPOSES  OF 
ALL    CONTRACTS    FOR    PERSONAL   SERVICES. 

STAFF    POLICIES 

In  addition  to  the  administrative  areas  discussed  thus  far, 
there  are  other  aspects  of  office  policy  which  should  be  addressed. 
They  include  individual  performance  evaluations,  use  of  state 
telephones,    and   use  of  a   policy  manual. 
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Performance   Evaluations 

We  were  informed  by  staff  members  that  written,  standardized 
evaluation  procedures  and  forms  had  not  been  developed.  Instead, 
the  staff  is  evaluated  on  an  informal  basis.  As  suggested  by  one 
staff  member,  the  executive  director  was  in  a  position  to  review  all 
the  work  and  reports  issued,  and  this  enabled  him  to  appraise 
staff  performance  on  an   "ongoing"   basis. 

A  critical  aspect  of  the  management  process  is  the  attempt  to 
improve  the  knowledge,  skills,  and  attitude  of  employees.  A 
related  function  is  assigning  responsibility  and  requiring  account- 
ability for  results.  A  formal  and  consistent  evaluation  procedure 
is  one  method  of  accomplishing  these  management  functions.  Such 
a  procedure  promotes  clear  communication  between  management  and 
employees  concerning  employee  strengths  and  weaknesses  in  job 
performance,  management  expectations,  employee  expectations  and 
employee  morale.  With  written  evaluations  management  is  better 
able  to  appraise  long-term  performance  and  maintain  documentation 
for  decisions  regarding  employee  compensation,  professional  duties, 
advancement,  or  termination. 
Use  of  State  Telephones 

In   our   examination   of    EQC   operations,    we    reviewed    staff   use 
of    the    state    telephone    system    (STS).       The    review    indicated    that 
the   EQC   staff  has  used   the  state  telephone  system  for   long  distance, 
personal   calls  during   business  hours. 

We  asked  individual  staff  members  to  identify  any  calls  they 
felt  had  been  "non-business"  based  on  detailed  in-state  EQC  tele- 
phone   records    for  the  nine  months   from  August   1980  through   April 
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1981.  From  this  we  determined  that  personal  calls  accounted  for  at 
least  40  percent  of  all  long  distance  calls  (241  of  595)  made  during 
that  period,  resulting  in  EQC  being  charged  $225.  Perhaps  more 
significantly,  the  number  of  minutes  talked  in  personal  calls  was 
50  percent  of  the  total  number  of  minutes  talked  (1,611  of  3,208). 
We  also  noted  that  personal  long  distance  calls  had  been  made  by 
all  staff  members,  although  individual  usage  varied  widely.  The 
cost  of  lost  staff  time  attributable  to  nearly  21  hours  of  personal 
long   distance  calls  was  approxirridtely  $260. 

According  to  the  State  Government  Telephone  Directory,  pub- 
lished by  the  Department  of  Administration,  "...  agencies  are 
billed  for  each  and  every  call  placed  over  the  STS  during  regular 
state  business  hours  and  consequently,  personal  or  non-state 
business  calls  must  be  eliminated.  Agencies  will  formulate  or  adopt 
policies  to  control  the  use  of  state  telephones  and  to  ensure  that 
personal  or  non-business  call  [sic]  are  not  placed  over  the  STS." 
In  addition,  the  Montana  Operations  Manual  includes  similar  direc- 
tives, and  section  2-2-121,  MCA,  states  that  a  state  employee  may 
not  "...  use  state  time,  facilities,  or  equipment  for  his  private 
business   purposes." 

Despite  this,  there  was  EQC  staff  confusion  as  to  the  inter- 
pretation of  state  policy,  and  we  found  no  internal  policy  formu- 
lated regarding  telephone  use  which  was  consistent  with  state 
standards. 

Although  the  dollar  costs  are  relatively  small,  they  reflect  a 
long  term  cost  incurred  which  cannot  be  assigned  a  dollar  amount; 
that  is,  the  decreased  ability  of  the  staff  members  to  fulfill  all 
their    duties    in    a    timely    manner.       Under    these    circumstances,    the 
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executive    director    should    adopt    and    enforce    a    written    policy    con- 
cerning  telephone  use  consistent  with  general    state   policy. 
Policy  Manual 

Based  on  the  areas  of  concern  found  during  our  review,  it 
was  evident  that  formal  office  standards  for  accountability  and 
administrative  control   are   insufficient. 

In  discussing  operations  with  the  former  executive  director, 
we  were  provided  a  single  typed  page  of  policies  that  included  the 
areas  of  pay  plans,  report  content,  business  hours,  files,  corre- 
spondence, and  staff  assignment  progress  reports.  However,  some 
of  the  directives  had  very  little  explanation,  while  others  have 
been   inconsistently  enforced. 

Clear,  written  statements  addressing  the  standards,  philos- 
ophies, and  rules  of  all  aspects  of  organizational  operations  are  an 
important  aspect  of  generally  accepted  management  practices. 
Because  such  statements  incorporate  the  major  management  processes 
of  planning,  organizing,  staffing,  directing,  and  controlling,  they 
serve  as  the  coordinators  of  ongoing  activity  and  provide  consis- 
tency over  time.  As  a  management  tool,  use  of  a  comprehensive 
office  policy  manual    should   be   implemented. 

RECOMMENDATION   #4 

WE  RECOMMEND  THE  EXECUTIVE  DIRECTOR  DEVELOP  AND 
IMPLEMENT  THE  USE  OF  WRITTEN  OFFICE  POLICIES  AND 
PROCEDURES  EXPLAINING  ALL  ASPECTS  OF  EQC  ADMINIS- 
TRATION   AND   OPERATION. 
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CHAPTER    IV 
ROLE   OF    EQC 

The  broad  policies  and  goals  of  MEPA  require  management 
responsibility  by  the  Environmental  Quality  Council;  however,  the 
language  of  MEPA  concerning  the  council  is  not  explicit  in  defining 
EQC's  specific  management  duties.  In  view  of  this,  one  of  the 
basic  responsibilities  of  EQC  should  be  to  interpret,  where  neces- 
sary, its  own  specific  duties  and  functional  role.  The  absence  of 
this  interpretation  has  been  the  primary  cause  of  the  problems 
noted  previously  in  this  report.  Before  the  staff  can  properly 
perform,    EQC   must  clearly  establish    its  own    role. 

We  discussed  EQC's  role  with  present  and  past  members  of 
both  the  staff  and  the  council.  These  discussions  indicated  that 
many  individuals  directly  involved  with  overall  operations  have  had 
differing  interpretations  of  the  specific  role  and  responsibilities  of 
EQC.  For  example,  some  descriptions  of  the  EQC  role  included: 
it  is  a  sounding  board  for  pro-business  and  pro-environment 
members  of  the  public;  it  is  to  protect  the  environment;  it  is  to 
monitor  the  environment;  it  is  to  function  as  a  "watchdog"  of 
executive  branch  agencies.  Our  interviews  also  indicated  a  consis- 
tent belief  that,  historically,  the  council  has  included  individuals 
whose  personal  philosophies  might  be  broadly  categorized  as  either 
"pro-environment"  or  "pro-development."  While  none  of  the  inter- 
pretations above  conflicts  with  statutory  language,  they  represent 
different  views  of  the  role  which  should  be  performed  by  the 
council   and   its   staff. 


15 


For  at  least  the  past  four  years,  there  have  been  repeated 
questions  and  discussions  among  council  members,  the  legislature, 
and  the  public  as  to  the  value  and  role  of  EQC.  More  recently, 
testimony  on  a  bill  to  abolish  EQC  during  the  1981  Legislative 
Session  further  reflected  questions  of  purpose  and  credibility.  As 
long  as  such  questions  remain,  the  ability  of  the  council  to  effec- 
tively  pursue  a   consistent  course  of  action   will    be   impaired. 

The  definition  of  the  role  of  EQC  is  complicated  by  two  factors 
which  influence  its  operation.  The  first  factor  is  the  very  subject 
of  the  environment  and  the  controversy  which  surrounds  it.  In 
addressing  itself  to  environmentally-related  issues,  EQC  is  operat- 
ing in  an  arena  which  includes  a  virtually  unlimited  number  of 
opinions. 

The  second  factor  is  the  complex  organizational  structure  of 
EQC.  The  council  membership  is  statutorily  composed  of  thirteen 
individuals  whose  duty  is  to  analyze  and  interpret  environmental 
information,  appraise  the  environmentally-related  activities  of  state 
government,  formulate  policies,  and  to  be  conscious  of  state  needs 
and  interests.  The  EQC  includes  representatives  of  the  executive 
branch,  the  public,  and  bipartisan  members  of  the  legislature. 
With  multiple  sources  of  expertise  and  interpretation  among  the 
council  members,  the  tasks  of  developing  and  implementing  coordi- 
nated policies  are  more  difficult  than  they  would  be  if  such  a 
function   were  being   performed   by  one  individual. 

As  indicated  by  meeting  minutes  and  reports  issued  by  EQC 
over  the  years,  the  council  has  addressed  many  environmental 
issues.      Despite   these   positive   efforts,    however,    the    lack  of  clear 
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definition  and  understanding  of  EQC's  role  has  impaired  the  perfor- 
mance of  the  staff  and  reduced  the  effectiveness  of  direction  by 
the  council.  Specifically,  problems  have  arisen  in  the  organization 
of  staff  assignments,  statutory  compliance  of  annual  reports,  and 
public  awareness  of  EQC  and  environmental  conditions.  Examples 
of  these  three  areas  are  summarized   as  follows: 


During  the  past  four  years  staff  reports  have  addressed 
a  variety  of  environmental  issues  and  legislative  requests; 
however,  there  appears  to  be  no  pattern  or  organized 
approach  to  the  subjects  which  are  examined.  For 
example,  the  EQC  meeting  minutes  from  April  1977  through 
1980  reflect  discussion  of  many  environmental  issues  and 
presentation  of  a  variety  of  staff  reports.  However, 
nowhere  was  there  a  record  of  prioritized  staff  projects 
to  be  completed  over  any   specific   period. 

The  executive  director  and  staff  of  EQC  have  a  statutory 
obligation  to  transmit  to  the  Governor  and  legislature, 
and  make  available  to  the  public,  an  annual  environmental 
quality  report.  According  to  section  75-1-324  (10[A-E]), 
MCA,  the  report  is  to  contain  specific  information  in  five 
distinct  areas.  In  spite  of  these  statutory  criteria,  we 
noted  that  EQC  annual  reports  have  often  failed  to 
comply  with  statutory  requirements,  and  since  1977  have 
not  met  any   statutory  criteria. 

The  lack  of  compliance  in  annual  reports  results  in  the 
inability  of  the  Governor,  legislature,  and  the  general 
public  to  receive  information  to  which  they  are  entitled 
in  order  to  implement  the  policies  of  MEPA.  It  is  difficult 
to  evaluate  the  effectiveness  of  EQC  review  of  environ- 
mental conditions  and  activities  on  a  comparative  yearly 
basis.  As  discussed  previously,  these  conditions  result 
in   questions  as   to  the  value  of   EQC. 


From  a  management  standpoint,  the  council  might  be  likened 
to  a  board  of  directors  acting  in  the  interests  of  the  environmental 
stockholders  —  the  citizens  of  Montana.  As  such,  one  of  EQC's 
most  important  tasks  is  defining  its  role  in  a  manner  consistent 
with  the  broad  scope  and  missions  of  MEPA.  EQC  responsibility 
also     involves     providing     general     guidance    and     assistance    to    the 
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staff.  By  defining  its  own  role  within  MEPA,  the  council  would  be 
in  a  position  to  more  efficiently  direct  the  efforts  of  the  staff  in 
fulfilling  staff  statutory  duties,  as  well  as  achieving  those  goals 
delineated   by    EQC    itself. 

RECOMMENDATION   #5 

WE    RECOMMEND    EQC    DEFINE    ITS    ROLE    BY   ADOPTING    FORMAL, 
WRITTEN    DEFINITIONS   OF    ITS    PURPOSE,    GOALS,    OBJECTIVES, 
AND     SPECIFIC     DUTIES     IN     RELATION     TO    THE    STAFF    AND 
TO   MEPA    IN    GENERAL. 
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STATE  OF  MONTANA 
ENVIRONMENTAL  QUALITY  COUNCIL 

STATE  CAPITOL 

HELENA.  MONTANA  59620 
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Deborah  B.  Schmidt.  Acting  Executive  Director 
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October  22,  1981 


en  response  of 
recently  completed 
ther  individuals 
of  the  audit  period 

Director  until 
avor  to  respond  to 
ilities  and  from 

with  the  audit 
ifically  in  the 


Scott  A.  Seacat 

Principal  Audit  Manager 

Office  of  the  Legislative  Auditor 

State  Capitol 

Helena,  MT   59620 

Dear  Scott: 

This  letter  constitutes  the  official  writt 
the  Environmental  Quality  Council  to  your 
performance  audit  of  this  agency.  While  o 
served  as  Council  members  during  the  bulk 
and  another  held  the  position  of  Executive 
after  the  audit  period  ended,  we  will  ende 
your  recommendations  to  the  best  of  our  ab 
this  new  perspective.  We  generally  concur 
recommendations  and  will  address  them  spec 
following  paragraphs. 

RECOMMENDATION  #1 

WE  RECOMMEND  THE  EXECUTIVE  DIRECTOR  ESTABLISH,  AND 
PERIODICALLY  REVIEW  FORMAL  SHORT  AND  LONG-RANGE 
GOALS  AND  OBJECTIVES  FOR  THE  STAFF. 

EQC  concurs.   The  broad  range  and  nature  of  responsibilities 
under  MEPA,  as  well  as  several  other  studies  assigned  to  EQC 
by  the  1981  Legislature,  necessitate  the  setting  of  priorities 
and  the  establishment  of  goals  and  objectives.   The  newly 
appointed  council  began  this  process  in  March,  1981.   The 
new  acting  director  has  also  formulated  management  goals  and 
objectives  for  the  staff.   This  process  is  an  on-going  respon- 
sibility and  will  be  subject  to  continual  evaluation. 

RECOMMENDATION  #2 

WE  RECOMMEND  THE  EXECUTIVE  DIRECTOR  IMPLEMENT 
PROCEDURES  FOR  DOCUMENTING  STAFF  TIME  SPENT  DAILY 
ON  A  JOB-BY- JOB  BASIS. 
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Scott  A.  Seacat 
October  22,  1981 
Page  2 

EQC  concurs.   This  recommendation  has  two  basic  components. 
First,  records  of  employee  attendance,  leave  accrual  and 
use,  and  compensatory  time  accrual  and  use  were  not  kept. 
Thus  there  is  no  written  verification  of  attendance  on  the 
job  prior  to  July  1,  1981.   Effective  July  1,  an  employee 
time  and  attendance  record  system  similar  to  that  of  the 
Legislative  Council  has  been  implemented.   Secondly,  no 
system  existed  for  documenting  daily  staff  time  spent  on 
specific  projects  or  tasks.   With  the  completion  of  the 
EQC  staff  reorganization,  this  system  is  being  implemented. 
In  addition,  the  staff  has  begun  documenting  requests  for 
research  and  information  from  legislators  and  the  public. 

RECOMMENDATION  #3 

WE  RECOMMEND  THE  EXECUTIVE  DIRECTOR: 

A.  ADOPT  A  FORMAL  POLICY  FOR  THE  CONSISTENT 
APPLICATION  OF  MINIMUM  CONTRACT  REQUIREMENTS 
AS  OUTLINED  IN  THE  MONTANA  OPERATIONS  MANUAL. 

B.  INFORM  THE  COUNCIL  OF  THE  SPECIFIC  PURPOSES 
OF  ALL  CONTRACTS  FOR  PERSONAL  SERVICES. 

A.  EQC  concurs.   This  recommendation  has  been  implemented. 
Since  July  1,  1981,  two  contracts  have  been  executed,  both 
according  to  the  Montana  Operations  Manual  requirements. 
Both  contracts  were  also  given  legal  review  by  attorneys. 

B.  EQC  concurs.   Although  the  council  has  not  met  in  full 
session  since  execution  of  the  two  contracts  described  above, 
copies  will  be  distributed  and  explained  fully  to  each  member 
at  the  next  regular  meeting. 

RECOMMENDATION  #4 

WE  RECOMMEND  THE  EXECUTIVE  DIRECTOR  DEVELOP  AND 
IMPLEMENT  THE  USE  OF  WRITTEN  OFFICE  POLICIES  AND 
PROCEDURES  EXPLAINING  ALL  ASPECTS  OF  EQC  ADMINIS- 
TRATION AND  OPERATION. 

EQC  concurs.   A  staff  policy  manual  covering  the  areas  of 
concern  in  the  audit  report  and  based  largely  on  that  of  the 
Legislative  Council,  has  been  written  and  adopted.   The  council 
has  also  adopted  procedures  for  its  operation.   These  will  be 
reviewed,  updated,  and  expanded  as  necessary. 
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RECOMMENDATION  #5 

WE  RECOMMEND  EQC  DEFINE  ITS  ROLE  BY  ADOPTING  FORMAL, 
WRITTEN  DEFINITIONS  OF  ITS  PURPOSE,  GOALS,  OBJECTIVES, 
AND  SPECIFIC  DUTIES  IN  RELATION  TO  THE  STAFF  AND  TO 
MEPA  IN  GENERAL. 

EQC  concurs.   The  council  began  this  process  at  its  July  13, 
1981,  meeting,  as  reflected  in  the  minutes  of  that  meeting. 
The  council  will  continue  to  evaluate  its  purpose,  goals, 
objectives,  and  specific  duties  throughout  the  present 
biennium. 

The  Environmental  Quality  Council  and  particularly  the  newly 
appointed  acting  director  appreciate  the  efforts  of  the 
Legislative  Audit  staff  to  help  establish  an  effective  and 
useful  direction  for  the  EQC.   Please  contact  us  if  you  have 
any  questions  concerning  this  response. 

Very  truly  yours , 

DENNIS  IVERSON 
Chairman 


*J!  &     ^^Ayn^bf 


DEBORAH  B.  SCHMIDT 
Acting  Director 
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